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Agenda 
Sales tax and use tax – what’s the difference? 
What is taxable?  
What rate of tax do I charge? 
What is local option sales tax? When is it charged? 
Who needs a permit?  
How do I apply for a permit? 
How often do I need to file? 
How do I file returns?  
Are there any exemptions? 
Where do I find more information?  
Questions and Answers  

 



Sales Tax 
Use Tax 

 
Just what is  

the Difference? 
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 Sales Tax 
• Sale is made from an Iowa location 
 and 
• Delivery of product occurs in Iowa  
 or 
• Service is performed in Iowa 
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 Sales Tax 

COLLECTED by the RETAILER 

PAID by the FINAL CONSUMER 

REMITTED to the State by RETAILER 
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Out of State Vendor 

Iowa Purchaser 

Use Tax Requires 
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May be Collected by the Retailer 

or 

Paid to the State by the Purchaser 

Use Tax 

7 



QUIZ QUESTION #1: 
SALES TAX OR USE TAX? 

• A resident of Omaha, Nebraska visits a 
store in Council Bluffs, Iowa. 
 

• This individual purchases an item at the 
Council Bluffs store, takes it to his car, 
and returns to Omaha. 
 

Sales Tax 
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What is Taxable? 
   All tangible 

 personal property 
       

a specific exemption has  
been written into Iowa Law. 

unless  
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   Taxation is the Rule 
for  

Tangible Personal Property 
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    Exemption is the Rule 
         for  

Services 

Unless listed in Iowa law. 



QUIZ QUESTION #2: 
WHICH IS TRUE? 

• All tangible personal property is exempt 
from Iowa sales tax unless the item is 
specifically listed in the Iowa Law. 

 

• All services are exempt unless 
specifically listed in the Iowa Law. 
 

Services are exempt   
 unless listed in Iowa Law. 
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What’s the Tax Rate? 

• 6% State 
Sales/Use Tax 
 
 

• 1% Local 
Option Sales 
Tax (LOST) 
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Important Rule 
Tax Cannot be Absorbed by  
-Nor Paid by- The Retailer 
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Sales Tax can be Included  
in Total Sales Price 

…if posted 



QUIZ QUESTION #3: 
CAN THIS AD BE PLACED? 

NO.     
THIS AD IS 
ILLEGAL. 
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Local Option  

Sales Tax  
What does it  
mean to me? 

18 



What is Local Option Sales Tax 
(LOST)?  

An additional 1% sales tax  
that can be imposed  

by Iowa counties and cities. 
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Do I Need a Special Permit  
to Collect LOST? 

No. 
 

Your State of Iowa 
sales/retailer’s use  
tax permit is the  
only permit required. 
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www.iowa.gov/tax 
 

How Do I Know if a Jurisdiction 
Has LOST? 

 
 

See our Web site for LOST jurisdictions  
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http://www.iowa.gov/tax


LOST List and LOOK UP App 

21 
Look up by zip code or address. 



QUIZ QUESTION #4: 
TRUE OR FALSE? 

• An Iowa retailer needs a 
local option tax permit 
from each jurisdiction that 
imposes LOST. 

 

 

False 
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On What Types of Sales Does 
LOST Apply? 

 
LOST generally applies to the same sales 
that are subject to state sales tax.  

 

23 



When Do I Need to Collect LOST 
on Sales of Tangible Goods? 

LOST applies when taxable goods 
are delivered in a jurisdiction 
imposing the tax. 
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When Do I Need to Collect LOST 
on Sales of Taxable Services? 

LOST applies when  
the first use of taxable 
services occurs, or potentially 
could occur, in a jurisdiction 
imposing the tax. 
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Can LOST be Imposed When 
State Sales Tax Isn’t? 

• No.   

• There is one exception: 
LOST can be imposed on 
residential energy where 
the state sales tax has 
been phased out, but 
where LOST still applies. 
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Sales Tax 



What About Utilities? 
    The following are subject to LOST 

    if the billing address of the subscriber 
is located in a LOST jurisdiction: 

             

 Gas      Electricity    Heat  Water 
  Communication  Pay-Television   
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QUIZ QUESTION #5: 
IS LOST DUE? 

• Des Moines does not have LOST. 
• Adel does have LOST. 
• An Adel resident buys a refrigerator 

at a Des Moines store and asks the 
store to deliver it to her home. 

LOST is due. 
 28 
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Iowa Tax Permits 
• Retail Sales                                         

     1-85-000000 

• Retailer’s Use                                           
     2-00-000000 

• Consumer’s Use                                   
     9-64-000000 

• Direct Pay                                           
     1-77-900000 
 



  
 

• Located in Iowa?  Yes. 
 

                      AND  
 

• Makes taxable sales in Iowa?  Yes. 
 

 You need an Iowa    
 sales tax permit. 
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Do I Need an Iowa Sales Tax Permit?  



       

• Illegal to make taxable sales 
without a permit 

• Each retail location must have 
its own permit 

• File Returns 
– Individual 
– Request Consolidated 
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Iowa Sales Tax Permits 



Do I Need an Iowa Retailer’s 
Use Tax Permit?  

• Located outside Iowa?  Yes  

                      AND 

• Make taxable sales in Iowa?   Yes  

 You may need a    
 retailer’s use tax permit. 
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How do I know if I need a permit?  
You are required to charge and collect Iowa 
tax if you have nexus (presence) in Iowa. 

 

 
 
 
  

If you have nexus, you need an 
Iowa retailer’s use tax permit. 

 
33 



What Creates Nexus? 
• An office, warehouse, or other  
   business property in Iowa 

 

• A representative located in Iowa 
permanently or temporarily: 
– an employee of the retailer 
– an independent contractor 

 

• Installation of products in Iowa 

Nexus = Permit 
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What Creates Nexus? 
• A construction contractor        

performing a contract in Iowa 

• Service work performed in Iowa 

• Delivery of products by your   own 
trucks in Iowa 

• Leases of tangible personal            
property in Iowa 

Nexus = Permit 
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QUIZ QUESTION #6: 
SALES TAX OR  

RETAILER’S USE TAX PERMIT? 

• A retailer has a store in Moline, 
Illinois and delivers products to 
customers in Davenport, Iowa in 
their own delivery truck. 

Retailer’s     
 Use Tax Permit 
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Do I Need to Pay Iowa 
Consumer’s Use Tax?  



What is Consumer’s Use Tax? 
• A tax on the use of taxable goods or 

services in Iowa, when sales tax was not 
paid at the time of purchase.  

• The rate is 6%.    

• Taxable goods or services used in Iowa are 
subject to sales or use tax, but not both. 
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What Types of Purchases are 
Subject to Consumer’s Use Tax? 

• Typically due when purchases are made 
from an out-of-state seller. 

• Internet 
• Mail order catalogs 
• Magazine subscriptions 
• 800 numbers 
• Untaxed purchases made in 
   another state and shipped/brought to Iowa. 
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What if I Paid Tax in another State? 

• If sales tax has been paid to another state 
on the goods or services, no additional 
tax is due to Iowa if the tax paid is the 
same or more than 6%.  
 

• If the other state’s tax is less than 6%, 
the buyer owes Iowa the difference.  
 

 

40 



How Do I Pay 
Consumer’s Use Tax?   

 
• Businesses and individuals making taxable 

purchases on a regular basis should apply 
for a consumer’s use tax permit. 
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What if Consumer’s Use Tax is 
Only Due Occasionally?  

• Businesses with a sales tax permit can 
report  purchases subject to consumer’s 
use tax on line 2, Goods Consumed, on 
the quarterly sales tax return. 
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Businesses or Individuals Without a 
Sales or Consumer’s Use Tax Permit  

There are two additional options for occasional 
payment of consumer’s use tax: 

1.eFile & Pay – you can pay consumer’s use tax 
electronically on our Web site, even if you don’t 
have a sales tax or consumer’s use tax permit. 
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Businesses or Individuals Without a 
Sales or Consumer’s Use Tax Permit  

2. Consumer’s Use Tax Worksheet – a 
fillable online worksheet to report 
consumer’s use tax and mail with a check. 
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Does LOST Apply to Use Tax? 

• No.  
 

 LOST is a sales tax.   
 There is no local option use tax. 
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QUIZ QUESTION #7: 
IS CONSUMER’S USE TAX DUE? 

• An Iowa resident vacationing in the 
Wisconsin Dells purchases several 
souvenirs at a store that charges the 5% 
Wisconsin sales tax. The Iowan brings 
the souvenirs home after vacation.  

Yes, Iowa Consumer’s   
 Use Tax is due.  
 1% (IA 6% - WI 5%)   46 



How do I Apply for a Permit? 
Complete the Business Tax Registration online at 
www.iowa.gov/tax 
 

There is no fee.   
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https://www.idr.iowa.gov/CBA/start.asp
http://www.iowa.gov/tax


Do I Need to Renew Every Year?  

No.   
Once issued, a permit 
is effective until it is 
cancelled by the 
retailer or revoked by 
the Iowa Department 
of Revenue 
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How Often and When Do I File? 

• Filing frequency is 
based on how much tax 
you expect to collect.   
 

• This amount is 
indicated on your 
application when you 
register for your permit.  
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Semi monthly 

Monthly 

Quarterly 

Annually  

$5,000 per month 

Under $5,000 per month 

Under $500 per month 

Under $120 per year 

Iowa Sales and Use Taxes 
filing frequency requirements 
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    QUIZ QUESTION #8  
What Is The Annual Renewal Fee  

for an Iowa Sales Tax Permit?  

$0.00 
$5.00 
$10.00 
$25.00 

$0.00  
51 



How Do I File? 
Tax returns are filed electronically through the 

Department’s online service eFile & Pay 
www.iowa.gov/tax 
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http://www.iowa.gov/tax/business/EFilePayInterim.html
http://www.iowa.gov/tax
http://www.iowa.gov/tax


You will always need:  
BEN, User ID, Password 
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How Do I Report and Pay LOST? 
• LOST is reported and paid to the State of Iowa 

along with the state sales tax. 
 

• Retailers make no payment directly to a locality. 
 

• Retailers show a breakdown of local option 
taxable sales and tax by county on quarterly and 
annual returns.  
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QUIZ QUESTION #9  
WHEN ARE SALES TAX 
 RETURNS MAILED?  

I file my sales tax returns quarterly.  When should I 
receive my blank return in the mail? 

A month before it is due. 
A week before it is due. 
All returns are sent at the beginning of the year. 
The Department does not mail returns. 

Returns are not mailed.  
55 
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Some Key Reminders 
• Statute of Limitations is 3 years 
• Tax permits do not need to be 

posted 
• Iowa has no “exempt numbers” 
• Permits are not a license to 

buy exempt 

• No need to collect tax if there 
   is not nexus 
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Always Exempt 
  Anything Purchased for Resale 
Tangible Personal Property and Services 
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Always Exempt 
Sales Into Interstate Commerce 

Freight      Handling   Shipping  
Transportation Trip Charges 
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Exemption Certificates 
Used to make exempt purchases 

Fillable online at www.iowa.gov/tax 
 

http://www.iowa.gov/tax
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QUIZ QUESTION #10  
IS THIS OK? 

• A retailer who has an Iowa sales tax permit 
purchases a display case for her store. 

 

• Because she has a sales tax permit, she 
completes an Iowa Sales Tax Exemption 
Certificate and gives it to the business from 
where she bought the display case. 

No. The case purchased           
for business use is not exempt. 

 
62 



www.iowa.gov/tax 
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www.iowa.gov/tax 
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For Breaking News 
eLists 
• General Business (sales/use) 
• Individual Income (tax professionals) 
• Withholding 
• Motor Vehicle Fuel 
• Cigarette/Tobacco 
• Construction Contractors 
• Government Entities 
• Economic, Fiscal & Statistical Research 
• Iowa Tax Research Library Updates 

 66 



Follow Us on Twitter 
 

@IDRBusinessTax  
 
@IDRIncomeTax  
 
@IDRTaxPros 
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https://twitter.com/IDRBusinessTax
https://twitter.com/IDRIncomeTax
https://twitter.com/IDRTaxPros


Need More Information? 
• More details can be found on our Web site:   

Iowa Sales and Use Tax Guide 
 

• Call us: 8 a.m. - 4:15 p.m. CT  
   515-281-3114  / 800-367-3388 
 
• E-mail us at idr@iowa.gov 
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http://www.iowa.gov/tax/educate/78539.html
mailto:idr@iowa.gov


Questions and Answers 
and Evaluation Time 

69 


	IOWA SALES / USE �TAX BASICS
	Agenda
	Slide Number 3
	 Sales Tax
	Slide Number 5
	Slide Number 6
	Slide Number 7
	QUIZ QUESTION #1:�SALES TAX OR USE TAX?
	What is Taxable?
	   Taxation is the Rule
	    Exemption is the Rule
	QUIZ QUESTION #2:�WHICH IS TRUE?
	What’s the Tax Rate?
	Important Rule
	Sales Tax can be Included �in Total Sales Price
	QUIZ QUESTION #3:�CAN THIS AD BE PLACED?
	          
	What is Local Option Sales Tax (LOST)?
	Do I Need a Special Permit �to Collect LOST?
	How Do I Know if a Jurisdiction Has LOST?
	LOST List and LOOK UP App
	QUIZ QUESTION #4:�TRUE OR FALSE?
	On What Types of Sales Does LOST Apply?
	When Do I Need to Collect LOST on Sales of Tangible Goods?
	When Do I Need to Collect LOST on Sales of Taxable Services?
	Can LOST be Imposed When State Sales Tax Isn’t?
	What About Utilities?
	QUIZ QUESTION #5:�IS LOST DUE?
	Iowa Tax Permits
	 
	      
	Do I Need an Iowa Retailer’s Use Tax Permit? 
	How do I know if I need a permit? 
	What Creates Nexus?
	What Creates Nexus?
	QUIZ QUESTION #6:�SALES TAX OR �RETAILER’S USE TAX PERMIT?
	          
	What is Consumer’s Use Tax?
	What Types of Purchases are Subject to Consumer’s Use Tax?
	What if I Paid Tax in another State?
	How Do I Pay�Consumer’s Use Tax?  
	What if Consumer’s Use Tax is Only Due Occasionally? 
	Businesses or Individuals Without a Sales or Consumer’s Use Tax Permit 
	Businesses or Individuals Without a Sales or Consumer’s Use Tax Permit 
	Does LOST Apply to Use Tax?
	QUIZ QUESTION #7:�IS CONSUMER’S USE TAX DUE?
	How do I Apply for a Permit?
	Do I Need to Renew Every Year? 
	How Often and When Do I File?
	Slide Number 50
	    QUIZ QUESTION #8 �What Is The Annual Renewal Fee �for an Iowa Sales Tax Permit? 
	How Do I File?
	You will always need: �BEN, User ID, Password
	How Do I Report and Pay LOST?
	QUIZ QUESTION #9 �WHEN ARE SALES TAX 	RETURNS MAILED? 
	Some Key Reminders
	Always Exempt
	Always Exempt
	Exemption Certificates
	Slide Number 60
	Slide Number 61
	QUIZ QUESTION #10 �IS THIS OK?
	Slide Number 63
	Slide Number 64
	Slide Number 65
	For Breaking News
	Follow Us on Twitter
	Need More Information?
	Questions and Answers�and Evaluation Time

